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ABSTRACT
Mergers and acquisitions are important ways for multinational companies to expand and grow
their business. This thesis studies the role of product management in the success of mergers
and acquisitions by analyzing Eaton's 2008 Phoenixtec Power Company Ltd. acquisition.
Using public information, market reports, internal documents and insider interviews, I explore
four components of product management in the integration process, including product
portfolio management, sales and marketing reorganizations, channel integration and brand
architecture. For each component, the objectives of the integration, the methodology used by
Eaton and the outcomes are examined. Moreover, the performance of the merged company in
terms of sales revenue, profitability, market share, customer satisfaction and employee
engagement are analyzed to demonstrate the overall success of this acquisition. My thesis
ends with findings and recommendations for building a standard framework to align activities
with strategic drivers, maintaining competitive advantages of the acquired company,
leveraging the acquired resources to enhance overall capabilities, and respecting and
motivating individual talent with local know-how.
Thesis Supervisor: Sharmila C. Chatterjee
Title: Senior Lecturer, Marketing
Academic Head, Enterprise Management Track
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Chapter 1 Introduction
1.1 Eaton's Acquisition of Phoenixtec Power Company Ltd.
On December 20, 2007, Eaton, a $13 billion U.S. based industrial manufacturer, announced
the tender offer for all the shares of Phoenixtec Power Company Ltd., a company listed on the
Taiwan Stock Exchange, which would be launched on December 21. Eaton's offer price was
NT $50 ($1.54) per share and the estimated purchase price would be US $565 million (Eaton
Corporation, 2007). On February 26, 2008, Eaton announced that it had acquired 91 percent
of the outstanding shares of Phoenixtec Power Company Ltd. and completed the acquisition
(Eaton Corporation, 2008).
1.2 The Strategic Drivers of the Acquisition
"The company 's leadership position in the China and Taiwan power quality
markets provides us a strong foundation to sell our entire range of power
quality products. In addition, the company ' engineering capabilities and its
manufacturing facilities in Taiwan and China provide us the products,
technical knowledge, and competitive manufacturing footprint to greatly
expand our global power quality business."
- Alexander M Cutler, Eaton chairman and chief executive officer (Eaton
Corporation, 2007)
Generally, there are ten basic strategic drivers behind mergers and acquisitions (N.Clemente
& S.Greenspan, 1998). As Alexander M. Cutler pointed out, in this acquisition, three drivers
were highlighted:
. Expanding the power quality product lines
e Enhancing the business in fast-developing regions
- Acquiring the engineering and manufacturing facilities
Eaton's power quality product lines were mainly comprised of Powerware and MGE OPS
products. Both product lines were premium series, while Powerware focused on medium to
high power range (three phase, normally higher than 20kVA) and MGE OPS served small
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power range (single-phase, normally below 20kVA). Eaton lacked the entry-level products to
compete especially in developing regions. By acquiring Phoenixtec, which was the leading
low cost brand in Greater China and supplier of ODM (Original Design Manufacturer)
products to global vendors, Eaton expanded its product lines quickly to a full range.
Traditionally, Powerware sales were concentrated in the U.S. while MGE OPS's presence was
mainly in Europe. Coupled with the deficiency of its product lines, Eaton Power Quality
Business was relatively weak in Asia Pacific, a fast-developing region. By acquiring
Phoenixtec, half of whose business was in Asia Pacific, Eaton directly and strongly enhanced
its business in this region. Moreover, Eaton became the largest UPS vendor in the Chinese
market and the second largest vendor worldwide (Frost & Sullivan, 2009) (CCID Consulting,
2009).
Phoenixtec had five factories in China and two factories in Taiwan, employing approximately
5,800 people. In 2006, Phoenixtec invested 3.05% of its sales revenue in research and
development to maintain the competitiveness of its products (Phoenixtec Power Company
Ltd., 2007). By acquiring Phoenixtec, Eaton obtained strong manufacturing and engineering
facilities in Asia Pacific to support its globalization strategy.
1.3 Eaton's Strategy
In 2006, Eaton set up its 2010 target and communicated internally and externally. The
company planned to reach four important financial indicators in 2010: 15% income growth,
10% sales growth, 15% ROIC (Return On Invested Capital) and 9% FCF (Free Cash Flow)
(Eaton Corporation, 2008).
In order to reach the 2010 goal, four key strategies were implemented (Eaton Corporation,
2007):
* Running a diversified industrial enterprise as an integrated operating company
e Building on leadership positions
o Emphasizing on Electrical and Fluid Power business
* Balancing the business portfolio across the economic cycle
* Further globalizing Eaton's presence to better balance geographic mix
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The acquisition of Phoenixtec Power Company Ltd. fitted the company strategy and mission.
First, the acquisition built the leading position for Eaton in power quality business as the
second largest UPS vendor worldwide. Second, the small power range products (single-phase,
normally below 20kVA), which Phoenixtec was strong in, were treated as early cycle
business. It compensated for the medium and late cycle business that Eaton was traditionally
involved in by selling the high power range products (three phase, normally higher than
20kVA); the higher the power, the bigger the products and the longer the sales and installation
cycles. Therefore, the acquisition balanced the business portfolio across the economic cycle.
Last, Phoenixtec's business targeted developing regions, including China, India and Eastern
Europe, where Eaton's footprint was limited. The acquisition would offset the negative
market situation in North America to bring a higher growth (Hong, 2008), so that the
acquisition would further globalize Eaton's presence and better balance its geographic mix.
1.4 The Integration Process
"Eaton uses a standardframework, PROLaunchfor Acquisition Integration, to
manage the integration of all newly acquired businesses into Eaton. The
PROLaunch process represents a set of structured, disciplined and repeatable
frameworks for the planning and execution of integration process, while
providing control and comprehensive management throughout all phases of the
integration. The PROLaunch establishes the foundation for enabling Eaton
and the newly acquired company teams to continue focusing on daily business
as well as identifying synergy opportunities."
- Wei Shen, Vice-president Marketing, Eaton Power Quality Business, APAC
Soon after the formal announcement of this acquisition, Eaton set up an integration team
consisting of members from both sides and started joint work. The target of the integration
team was to apply Eaton's managerial tools and processes in the newly acquired company.
Followed by the standard PROLaunch for acquisition integration framework, three prioritized
functions, including IT, Human Resource and Finance, were integrated into the Eaton system
first. At this stage, Phoenixtec was operated as a separate business unit led by its founder and
previous CEO, S. C. Cheng.
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On January 28, 2009, Eaton announced an important organizational change. Its businesses
were reorganized into two sectors -- Electrical and Industrial. The electrical sector would be
organized by geographic region, including American, EMEA (Europe, the Middle East, and
Africa) and APAC (Asia Pacific) (Eaton Corporation, 2009). Phoenixtec would be further
integrated into Eaton's local electrical business. On July 1, 2009, Lou Rosen was appointed
the VP/GM of Phoenixtec Business Unit after the retirement of S. C. Cheng, and reported to
Revathi Advaith, the newly appointed President of Asia Pacific, Electrical Sector (Eaton
Corporation, 2009) (Eaton Corporation, 2009). Eaton announced in its 2010 annual report that
the integration of significant 2007 and 2008 acquisitions had largely been completed and the
Phoenixtec acquisition in particular had proven more valuable than expected (Eaton
Corporation, 2011). Figure 1-1 shows the milestones of the acquisition and integration
process.
Y2008 Y2009 Y2010 Y2011
Figure 1-1 Milestones of Eaton's acquisition and integration process
1.5 Research Questions and Methodology
During mergers and acquisitions, the desired acquisition targets are typically companies with
leadership in certain segments or areas, while the acquiring multinational firms employ a
global branding strategy and a comprehensive product platform. This situation presents a
number of interesting questions, such as, how does the merged company reorganize the
product portfolio? How do they leverage the acquired resources? Which brand architecture
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should they use?
To understand the role of product management in the success of mergers and acquisitions,
four components, including product portfolio management, sales and marketing
reorganization, channel integration and brand architecture, will be examined in the case study
of Eaton's 2008 Phoenixtec Power Company Ltd. acquisition. The research will be conducted
by using public information, market reports, internal documents and insider interviews to
explain Eaton's product strategy after the acquisition of Phoenixtec. The rest of this thesis will
be organized as follows:
Chapter 2 discusses the product portfolio management of the merged company. What was the
post-merger target market? How did Eaton segment the market? What were the market
positions of their products? What were the overlaps versus overlays in the overall mix and
individual product lines? How did Eaton reorganize the product portfolio? What were the
synergies and cannibalization?
Chapter 3 examines the human capital of sales and marketing after the acquisition. What were
the main changes in marketing and sales organization? What were the synergies? What were
the processes in determining managerial roles and responsibilities in the new organization and
the implementation of organizational communication? How was the teamwork in the merged
company?
Chapter 4 explores the process of channel integration and management philosophy behind it.
Who were the channel participants? What were the channel length and width before the
acquisition? What were the synergies and conflicts? What were the channel structures and
policies of the merged company? How did Eaton communicate effectively with channel
partners? How did Eaton coordinate different sales models in the new organization?
Chapter 5 presents Eaton's global brand architecture change and its local implication after the
acquisition. What were Eaton's considerations in changing its brand architecture? How did
Eaton handle Phoenixtec brands after the merger?
Chapter 6 evaluates the performance of the merged company in terms of sales revenue,
profitability, market share, customer satisfaction and employee engagement to demonstrate
15
the success of this acquisition.
Chapter 7 summarizes key findings from this case study and provides recommendations for
future mergers and acquisitions.
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Chapter 2 Product Portfolio Management
2.1 Worldwide UPS Market, Segments and Competition
Uninterruptible Power Supply (UPS) provides critical devices instant power protection from
input power failure or interruption. UPS is applied to protect IT equipment, industrial and
commercial facilities. Based on the input mains, UPS can be segmented into either single-
phase UPS or three-phase UPS. In terms of design topology, UPS can be divided into three
types: stand-by UPS, line-interactive UPS and on-line UPS. Normally, we categorize UPS by
power range (Frost & Sullivan, 2009).
IT Equipment Industrial Facilities Commercial Facilities
Computers
Manufac-
tUring
Workstation
Datacenters
Power
Plants
Telecom. Security
equipment
Figure 2-1 UPS applications
In Oct 2007, Frost & Sullivan released the report of World UPS Markets, announcing that the
revenue of world UPS markets in 2006 was $6,553 million and was growing at around 10%
CAGR (Compounded Annual Growth Rate) over the following three years (Frost & Sullivan,
2007). Figure 2-2 shows the UPS market revenue by power range; Figure 2-3 illustrates the
market share analysis.
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Currency: $ million
below lkVA
a1.1-5kVA
5.1-20kVA
'20.1-50kVA
a50.1-2OOkVA
1080
>200kVA
Figure 2-2 UPS market revenue forecast by power range (world), 2006
*APC
I Eaton
Emerson
38.3% i MGE UPS
iMitsubishi
iToshiba
Chloride8.6%
20% Tripp Lite
2.6% 2.8% 3Others
Figure 2-3 UPS market share analysis (world), 2006
There were more than 100 companies in the global UPS market in 2006. The competition
could be categorized into three tiers. Tier one consisted of market share leaders as they had
global brand recognition, wide product portfolio, strong technical expertise and integration
capability. They were also known as total solutions providers. APC, Eaton and Emerson were
in the first tier (Frost & Sullivan, 2007).
Most medium to small sized vendors were tier two manufacturers. They offered limited UPS
power ranges and few complementary products, and they were restricted mostly to local
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markets (Frost & Sullivan, 2007). In the mainland Chinese market, there were Phoenixtec
(under the brand of Santak), Kehua, Kstar and Delta as tier two players. In the Taiwan market,
tier 2 manufacturers were Phoenixtec, Delta and Powercom.
Tier three players were mainly market specialists who served niche markets, such as telecom
and health care (Frost & Sullivan, 2007).
2.2 Product Line Analysis of Phoenixtec Power Company Ltd.
In 2006, Phoenixtec Power Company Ltd. recorded NT$13,588 million ($418 million) sales
revenue, with NT$3,424 million ($105 million) from branded products and NT$10,164
million ($313 million) from ODM business. The gross profit of the company was 18.8% of
sales revenue and its net income was 7.5% (Phoenixtec Power Company Ltd., 2007).
e Branded products
Phoenixtec Power Company Ltd. used "Santak" as the brand in mainland China and
"Phoenixtec" in Taiwan. The product lines were quite similar in both regions with slight
differences in appearance. Figure 2-4 shows the main product lines from Phoenixtec in the
mainland Chinese market (Santak Electronic (Shenzhen) Co. Ltd., 2008); Table 2-1 lists the
sales revenue, market share and competitors by power range.
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TG seies (500VA, IkVA)
Stand-by UPS k seri (500VA, IkVA)
M series (500kVA 1VA
3C series, (1-kVA)
On-line UPS 3kVA)
On-line Modular A series (4.20kVA)
UPS3A3series (1,5- 90kVA)UPS
Figure 2-4 Phoenixtee branded product lines in the mainland Chinese market
Sales Revenue Market
Power Range ($ million) Share Key Competitors
Stand-by UPS <lkVA 18.8 44% Kstar, APC, Kehua
1-5kVA 17.2 27% Kstar, APC, Kehua
On-line UPS 6-20kVA 14.7 15% APC, Kstar, Emerson
20-80kVA 3.1 7% Kstar, Kehua
Batteries 11.1
Others 7.6
Total 76.9 17%
*: market share for the total Chinese UPS market
Table 2-1 Sales revenue, market share and competitors of Phoenixtec branded products (Santak), 2006
The branded product lines covered the power range up to 90kVA. They included stand-by
UPS and on-line UPS. Modular UPS was a special product line of on-line UPS to satisfy the
niche market.
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One-third of Phoenixtec's UPS business in mainland China came from stand-by UPS, taking a
dominant leadership position in the market. However, the margin was relatively low and
continued to decline. The main competitors in this segment were APC, the global UPS leader,
and Kstar and Kehua, two local vendors. Another one-third of business came from 1-5kVA
segment, where the growth was high with a reasonable margin. Phoenixtec (Santak) kept the
leadership position in this segment, competing with APC, Kstar and Kehua. For the segment
from 5.1-20kVA, Phoenixtec (Santak) also led the market while the gap with the followers
was quite small (Frost & Sullivan, 2008). In this segment, other global players such as
Emerson attended the competition. Nevertheless, Phoenixtec (Santak) still had quite an
enjoyable margin. Regarding the segment of 20.1-200kVA, Phoenixtec's (Santak's) market
share declined quickly as it only offered products up to 90kVA. Its main competitors were two
local vendors, Kehua and Kstar. In the segment of above 200kVA, Phoenixtec (Santak) had no
presence. Figure 2-5 shows the market position of Phoenixtec products.
High-end
Low-end
Market leader
Market follower
I I I I I
IkVA 1OkVA 20kVA 5OkVA 100kVA 200kVA
Figure 2-5 Phoenixtec branded product lines' market position, 2008
- ODM products
Phoenixtec sold $313 million ODM products in 2006 from two separate business units.
One business unit especially served global UPS vendors that had their own R&D and
manufacturing resources. All of products offered were below 1OkVA, including stand-by, line-
interactive and on-line UPS. In 2006, the major customers of this business unit were Eaton,
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MGE, Omron, Chloride, Yuasa and Sicon (Phoenixtec Power Company Ltd., 2007).
The other business unit named "Centration" was acquired by Phoenixtec in 2001. Centralion
served small to medium traders or regional distributors, customers who had no resources in
R&D and manufacturing, in developing countries such as India and Eastern Europe.
Approximate 80% of the products that Centralion sold were stand-by UPS with very low
margins, but the business revenue increased quickly with roughly 50% CAGR (Compounded
Annual Growth Rate), thanks to the economic emergence of these regions.
There were no detailed reports talking about the market size and competition of UPS ODM
business. From an interview of the R&D manager, Delta was a quasi-competitor as it had the
R&D and manufacturing capabilities to serve these global accounts. However, Delta's
business was very diversified and unfocused on UPS ODM, which accounted for two-thirds
of Phoenixtec's business. So Delta could not compete with Phoenxitec in product offers,
delivery flexibility and service. Until 2006, Centralion had no obvious competitors as it relied
on strong technical resources and economies of scale of Phoenixtec while also requiring a
small margin. Further, since 80% of Centralion's products were stand-by UPS, the entry
barrier to this business model was low. Table 2-2 shows the sales revenue of Phoenixtc ODM
products by power range; Figure 2-6 illustrates their market position.
Power Range Sales Revenue (S million)
<IkVA 52
ODM to global 1. l-kVA
1.1-5kVA82
accounts
5.1-1OkVA 54
<IkVA 100
Centralion 1.1-5kVA 19
5.1-10kVA 6
Total 313
Table 2-2 Sales revenue of Phoenixtec ODM/I products, 2006
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High-end
Low-end
Market leader
I IIII
IkVA 1OkVA 2OkVA 50kVA IOOkVA 200kVA
Figure 2-6 Phoenixtec ODM product lines' market position, 2008
2.3 Product Line Analysis of Eaton Corporation
Eaton was considered a high-end supplier of UPS solutions, and held the second largest
market share in the world UPS market. In 2006, the market share of Eaton was 11.2% under
the Powerware brand (Frost & Sullivan, 2007). In 2007, Eaton acquired the small UPS
business (<20kVA) from MGE UPS SYSTEMS and enhanced its position in small UPS
business and the European market with the MGE OPS brand (Eaton Corporation, 2007).
Therefore, before the acquisition of Phoenixtec, Eaton provided product lines under both
Powerware and MGE OPS.
- Powerware product lines
Powerware had complete product lines of stand-by UPS, line-interactive UPS and on-line
UPS from 350VA to 1 100kVA, covering all applications. Modular UPS was a special product
category in on-line UPS made to satisfy the niche market. Figure 2-7 illustrates the product
lines of Powerware; Table 2-3 shows the global market size, Powerware's sales revenue,
market share and main competitors.
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Stand-by UPS
Line-interactive
UPS
On-line UPS
On-line Modular
UPS
Figure 2-7 Powenware product tines
Global market Sales revenue
size $miion) Market share Main competitors
<1kVA 1100 83 8% APC, Tripp Lite
1.1-5kVA 2235 152 7% APC
5.1-20kVA 1080 137 13% APC, Emerson
20.1-50kVA 619 56 90/ APC, Emerson
50.1-200kVA 576 147 26% Emerson, APC
>200kVA 943 160 17% Emerson, MGE
Total 6553 735 11%
*: market share of the total world UPS market
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Table 2-3 Global market size, Powerware's sales revenue, market share and main competitors, 2006
Powerware alone was the second largest UPS brand with 11% global share. In the segment of
below IkVA and 1. 1-5kVA, APC dominated the market with over 35% share. In the segment
of 5.1-2OkVA and 20.1-50kVA, Powerware was a competitive player following APC and
took the second largest share. Regarding the segment of 50.1 kVA to 200kVA, Powerware led
the market while Emerson, the third largest UPS manufacturer, caught up as well. In the
segment above 200kVA, Emerson was the market leader followed by Powerware (Frost &
Sullivan, 2007). Figure 2-8 illustrates the market position of Powerware product lines.
Powenrwre
High-end - o"e ___
Low-end
Market leader
Competitive player
Market follower
lkVA 10kVA 20kVA 50kVA 100kVA 200kVA
Figure 2-8 Powverware product lines' market position, 2008
- MGE OPS product lines
MGE OPS product lines focused on the power range up to 20kVA and offered stand-by UPS,
line-interactive UPS and on-line UPS. See Figure 2-9. Its product line improved Eaton's
competitiveness in the segment below 20kVA as shown below in Figure 2-10. Table 2-4 lists
the global UPS market size, MGE OPS's sales revenue, market share and competitors in 2006.
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Stand-by UPS Ellipse series (4
Line-interactive Evolution sere
UPS
On-ineUPSPulsa series (7(On-line UPS Comet ies (5
Figure 2-9 MIGE OPS product lines, 2008
Global market Sales revenue
Market share Main competitors
size ($ million)
<1kVA 1100 39 4% APC, Tripp Lite
1.1-5kVA 2235 78 7% APC
5.1-20kVA 1080 102 13% APC, Emerson
>20kVA 2138 0 0/o APC, Emerson
Total 6553 218 3%
*: market share for the total world UPS market
Table 2-4 Global market size, MGE OPS's sales rev enue, market share and main competitors, 2006
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High-end -
Low-end -
Competitive
market player
Market follower
IkVA 1OkVA 20kVA 5OkVA OOkVA 200kVA
Fioure 2-10 MGE OPS product lines' market position, 2008
2.4 Product Portfolio Reorganization
"We found that there were too many product lines in the segment below 2OkVA.
MGE OPS overlapped Powerware products in both features and pricing,
targeting the high-end market. The acquisition of Phoenixtec brought a low-
end product line. However, compared with our competitors, we still lacked
products between the high and low end. So the product portfolio reorganization
focused on the combination of high-end products and the creation of medium-
end products."
- John Diao, product marketing director of Eaton Power Quality Business,
North Asia
The product portfolio reorganization started from the horizontal and vertical analysis of
product lines from both the acquiring company and the acquired company.
Horizontal analysis
From Figure 2-11, the segments of below 1kVA and 1.1-20kVA were the most important
markets in terms of market size. Here Eaton had a large market share gap compared with its
main competitor, APC. The acqusition of Phoenixtec increased the sales revenue and shares in
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this segment, but the overlaps were quite obvious. Each product line provided complete offers
based on topology and power ranges. Moreover, too many product names in this segment
confused sales teams and customers.
In addition, the acquisition of Phoenixtec brought two new product lines, 3C3 and 3A3 to the
segment of 20.1-50kVA and 50.1-200kVA, where Eaton was traditionally strong.
Currency: M USD
3500
3000
2500 Phoenixtec ODM
2000 - -Phoenixtec branded
Powerware
1500
MGE OPS SYSTEMS
1000 10 a Total market
500
0
<lkVA 1.1-20kVA 20.1-50kVA 50 1-200kVA >200kVA
Figure 2-11 Global market size and Eaton's sales revenue by product line, 2006
* Vertical analysis
Both Powerware and MGE OPS product lines were treated as high-end products considering
their pricing. They were competing directly with APC and Emerson in each segment globally.
However, the pricing of competitors, APC and Emerson, was more flexible. Having wider
price range, they could offer a relatively lower price in certain product lines, especially in
emerging countries. At the same time, the local competitors seized shares in the low-end
market, especially in the segment below 20kVA where customers were more price-sensitive.
Figure 2-12 shows the positioning of product lines for Phoenixtec and Eaton; Figure 2-13
illustrates the positioning of main competitors.
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Figure 2-12 Product positioning of Phoenixtec and Eaton. 2006
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Figure 2-13 Product positioning of Eaton's main competitors, 2006
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The acquisition of Phoenixtec greatly expanded Eaton's product line vertically. As a long-term
ODM supplier, Phoenixtec provided low-price products with reliable quality. All acquired
product lines compensated the vacancy of Eaton in the low-end market, especially in the
segment below 20kVA. However, Eaton still lacked products between the high and low end.
e Product portfolio strategy after the merger
The product portfolio strategy is always consistent with the overall company strategic
objectives. To meet its 2010 goal, Eaton intended to balance business portfolio across
economic cycles and further globalized its presence. Therefore, Eaton's target market
expanded both horizontally and vertically. Horizontally, Eaton enhanced its competitiveness
in the segment below 20kVA because this segment had the largest market size; vertically,
Eaton extended its product lines from focusing on high-end market to covering both high-end,
medium-end and low-end markets.
So Eaton implemented "Sandwich" product portfolio strategies considering the competitive
environment. These strategies included:
o Building essential product lines in emerging markets based on Phoenixtec
product platform
o Reorganizing high-end product lines to reduce the overlap
o Creating new product lines targeting the medium-end market
o Refreshing the product line names and unifying exterior designs
= "P" series for premium lines: maintaining the high-end brand image
with break-through technical innovation
- "S" series for superior lines: filling the vacancy in the medium-end
market
= "E" series for essential lines: selectively penetrating markets in price-
sensitive regions
o Separating ODM business from the global branded product portfolio
Figure 2-14 shows Eaton's post-merger product portfolio and Figure 2-15 compares the
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product positioning of Eaton with that of its main competitors after the merger.
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Figure 2-14 Product portfolio reorganization after the merger, 2011
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Figure 2-15 Product positioning of Eaton and its main competitors, 2011
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As an industrial product, UPS has a relatively long life cycle for product renewal, ranging
from three to eight years. From 2009, Eaton phased out its old series and introduced new lines
based on the updated product portfolio. The whole portfolio renewal was expected to be
accomplished within four to five years.
Eaton also specialized its product portfolio management in certain regions. For example, the
company did not introduce "E" series into developed countries, such as the U.S. and Western
Europe. In China, thanks to a strong brand awareness and existing product line under the
brand of Santak, Eaton still leveraged Santak product lines to penetrate the low-end market.
Eaton's brand architecture will be discussed in Chapter 5.
2.5 Sumrnary
* Situation
The acquisition of Phoenixtec expanded Eaton's product lines, especially in the small power
range and the low-end market. Eaton's challenge was how to leverage the product
competitiveness brought by Phoenixtec to expand its target market, and how to integrate
Phoenixtec's product lines into its existing portfolio with clear positioning.
0 Eaton's actions
After the acquisition, Eaton re-evaluated the overall market size and segments, then expanded
its post-merger target market. By quantitative and qualitative analysis, Eaton also compared
product offers with that of Phoenixtec to understand how well these products satisfied their
customers and how they performed in each segment. In addition, the competitive analysis and
overall positioning map revealed external opportunities and challenges. Using all these
methods, Eaton leveraged the acquired products to form a complete product portfolio. The
unified naming system and exterior designs also clarified product value proposition and
enhanced the identity of the merged company. Therefore, the product portfolio reorganization
furthered the company's strategic objectives: building on leadership positions, balancing the
business portfolio across the economic cycle, and globalizing Eaton's presence to better
balance geographic mix.
* Implications
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The acquiring company should re-identify, re-segment and re-position its target market based
on the assessment of both existing and acquired product lines. The new product portfolio,
including the most competitive lines from both the acquiring and acquired company, is
organized to meet customer needs in each segment with clear positioning, which aligns with
the overall company objectives.
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Chapter 3 Marketing and Sales Reorganization
In post-merger organizational planning, there are two important lessons: be patient and stay
focused on the strategic drivers of the merger (N.Clemente & S.Greenspan, 1998). Eaton's
integration team carefully examined the functions and internal processes of major departments
to identify the synergistic opportunities and to decide whether these opportunities could serve
the short-term and long-term objectives of the merger.
3.1 Organizational Change in Sales
0 ODM business
One of the strategic drivers of the merger was to acquire the engineering and manufacturing
facilities of Phoenixtec so that Eaton could build its third and largest manufacturing center of
UPS products in China to support the global expansion strategy.
Because the company did not have ODM business, Eaton adopted Phoenixtec's ODM
resources and processes, and reorganized two business units to align with its objectives. One
business unit was " Inter-unit Sales." As Eaton was the biggest customer of Phoenixtec before
the merger, this business unit was exclusively responsible for Eaton's products. There was no
sales organization in this business unit since the headquarters directly defined its mark-up.
The project team in "Inter-unit Sales" communicated with Eaton's marketing and sales teams
in each region for operational issues.
Another business unit was "ODM". This business unit took charge of all ODM business of
Phoenixtec, both from global accounts and regional traders. Because it was quite a unique
business model, Eaton kept its organization and staff intact after the merger.
* Branded products
"After the acquisition, our first concern was to maintain personnel and stabilize
the organization as competitors were hunting for our top salesmen. The moderate
integration process gave us time to communicate with employees on both sides,
recognize their potential, and provide them opportunities in the merged company.
Our low turn-over rate during the process of integration was remarkable in the
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industry."
-- Owen Hsieh, Sales Director of Eaton Power Quality Business, North Asia
Globally, Eaton had one sales team for Powerware products and one for MGE OPS, and
intended to combine them into one team. In Greater China, the situation was more complex
after the merger as there were three separated teams selling different product lines. The
reorganization of sales force was inevitable but the questions were: when was the best time to
integrate and how would we do it? Who was the appropriate person to take the role of the
leader?
The sales force integration was the last step in Eaton's reorganization as it directly influenced
the customer relationship, channel management, sales revenue and market share. Any mistake
made in the sales integration would heavily impact the success of the merger, losing key
personnel and giving competitors a chance to catch up.
Therefore, Eaton was patient during the integration process. The company planned two steps
and executed them carefully together with product line refreshment and channel integration.
Table 3-1 shows the actions and outcomes for each step.
Phases Actions Outcomes
Phase I e Kept three sales teams e Stabilized the organization
- Combined and created * Recognized key personnel
supporting functions * Improved the efficiency
- Standardized operational
processes
Phase H e Reorganized sales teams - Built an effective team to align
based on new market with market segments and
segments product offers
Table 3-1 Sales team reorganization process
e Phase I (2008 to 2009): kept three sales teams and standardized operational processes
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The key strategy in this phase was to stabilize the organization, recognize key personnel and
improve the efficiency to prepare for the further integration.
The director of the merged sales team came from Phoenixtec. In addition to his rich
experience in sales, Eaton had several considerations when choosing him as the head. First,
the sales from Phoenixtec took 75% of the total revenue in the region. The promotion of key
leaders was crucial to maintain the morale of the acquired team and accelerate integration by
minimizing gaps in performance. Second, MGE OPS shared similar customer bases and
channel structure with Phoenixtec so that the new head had abundant experience for further
integration. Last, Eaton had its unique OCA (Organizational Capability Assessment) process
to evaluate capabilities of the talent. Once the talent was qualified, no matter which company
they came from before the merger, Eaton was quite open in giving them opportunities.
In this phase, there were still three sales teams for different product lines, reporting to the
sales director. Phoenixtec and MGE OPS sales were managed by region while Powerware
sales were managed by industry. Eaton consolidated the functions of key account management
because it was better to maintain a single window between Eaton and these key customers.
This team also took charge of gaining supplier qualifications from certain state-owned
companies through central bidding, in which the consolidation also improved Eaton's
competitiveness. In addition, a new function, the Management Center, was set up after the
merger. Its key objectives were to consolidate sales data from three teams for decision-
making, and implement CRM (Customer Relationship Management) to optimize and
standardize the operation.
The first phase of sales integration was quite smooth with continuous business growth and
low turnover rate in sales force. It gave the management team enough time to understand the
market and competition, and importantly, their employees. Eaton also introduced its personnel
evaluation tools to help management team assess the capabilities and potential of the sales
force to prepare further integration.
e Phase 11 (2010 to 2011): Reorganized sales team in terms of market segments
The second phase of sales integration came with the re-segmentation of markets by power
range. Based on historical sales data, together with market trend analysis, Eaton decided to re-
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segment their market.
Eaton had some interesting findings from customer visits and sales records: products below
20kVA were sold to IT users through retailers; products from 20kVA to IOOkVA went to end
users through SI (Systems Integrators); products above 100kVA were always involved in big
projects handled by Power VARs. The different customers and channels warranted differences
in products, marketing promotion, sales support and service. Therefore, Eaton reorganized the
sales force based on new market segments. Figures 3-1 and 3-2 show the sales organization
before and after the merger.
Figure 3-1 The sales organizational chart in mainland China before the merger, 2008
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Figure 3-2 The rale organiational chart in mainland China after the merger 2(S k p
There were three sales teams: IT, SI and LSG (Large System Group). IT and SI sales were
managed by region. The regional sales manager supervised both IT and SI sales person and
reported to two directors. The LSG sales director managed sales by industry. At the same
time, the manager of the Management Center was responsible for coordination, process
optimization and data reporting.
The product range for IT sales was under 2OkVA, including Phoenixtec (Santak) products for
low-end market, and Eaton products (Powerware and MGE OPS) for medium and high-end
markets. The product range for SI sales was between. 2OkVA and 100k VA, including
Phoenixtec (Santak) for the low-end market, and Eaton products (Powerware) for medium and
high-end markets. The product range for LSG sales was above lOOkVA, including only Eaton
products (Powerware).
The sales organization change in Taiwan was quite similar but on a smaller scale.
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3.2 Organizational Change in Marketing
Because the ODM business did not have a marketing function, we only discuss the marketing
organizational change for branded products here. Compared with the sales integration, the
reorganization of marketing was less complex and completed in the first year after the merger.
Phoenixtec had thirty years of presence in the local market and had built full-function
organizations in product marketing and marketing communication. In contrast, the
organization of Eaton Power Quality in Greater China was a sales-driven structure. Its product
marketing and marketing communication teams were the affiliated part of the sales and
executed the strategies and policies from the headquarters in the U.S.
Eaton adopted the organizational structure of product marketing and marketing
communication of Phoenixtec, and then input the related function of Eaton products.
Moreover, Eaton sent the new directors of marketing to the headquarters for training in
company culture and management philosophy, and also had global team to visit and counsel
for the existing management, helping them incorporate into the global organization quickly.
Figure 3-3 illustrates the organizational chart in marketing after the merger.
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Figure 3-3 The marketing organizational chart after the merger, 2009
There were twenty employees in Eaton's Marcom (Marketing Communication) team in
Greater China. The Marcom director managed the team by function, including the design
team taking charge of sales tools, the PR and media team taking responsibility of external
communication, the market intelligence team collecting market and competitive information,
and the channel marketing team dedicated to channel support. The Marcom director reported
directly to the general manager and functionally to the vice president marketing in the APAC
region.
There were fourteen employees in Eaton's product marketing team. The product managers
were responsible for the general product management of each segment, including the product
specification, positioning, pricing and promotion, among others. The FAE (Field Application
Engineering) team supported the technical questions in sales, especially for the segment above
100kVA. Like the Marcom director, the product marketing director reported directly to the
general manager and functionally to the vice president marketing in the APAC region.
The integration of the marketing function generated organizational synergies for the merged
company. In contrast to the previous affiliated team, the post-merger marketing team had full
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functions and was capable of supporting company objectives at both strategic and operational
levels.
3.3 Motivation and Retention Plan after the Merger
"We shared our vision of the merged company with employees, initiated formal
and informal communication to listen to their opinions and address their
concerns. As the acquiring company, Eaton respected the local know-how of
our employees, involved them in the integration process and gave them
opportunities in the new organization. Employees valued most the company's
open mind that played an important role to retain and motivate them."
- Janice Wu, division HR manager of Eaton Power Quality Business, North
Asia
The core of the integration process is people, and an effective reward program can be the glue
of successful integration. There are five goals for the merged company in providing the
reward and recognition programs: reinforce the new vision; instruct people on valued
behavior; effect employee retention; motivate employees individually and collectively, and
offset compensation imbalances between companies (N.Clemente & S.Greenspan, 1998).
Eaton understood the importance of maintaining and motivating people and it leveraged the
general HR policy and specific motivation plans to provide extrinsic and intrinsic rewards.
Extrinsic rewards: promotion, individual incentive plans, stock options, additional
vacation, better travel subsidies
During the integration process, Eaton highly respected the opinions of insiders and involved
the people from Phoenixtec in the integration team, communication meetings and important
organizational decisions. Most managers of Phoenixtec kept the positions and responsibilities,
and some of them were promoted to the higher positions in the new organization.
Eaton also introduced many new tools and policies of human resource management. APEX
(Achieving Performance Excellence), Eaton's global performance management process,
aligned organizational and individual goals, and provided honest feedback so that each
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individual could achieve his or her best. Eaton's vacation plan provided additional paid
holidays and sick leaves. Eaton's travel policy increased the subsidy for business trip. The
application of these policies not only removed the imbalances between companies, but also
linked everyone's work with the objectives of the merged company. Moreover, it showed
Eaton's efforts to build a better working environment for its employees.
In addition, there were other dedicated motivation plans for Phoenixtec. An individual
incentive plan targeting key personnel in key positions provided a two-year special bonus to
retain them and also linked the bonus with the after-merger performance. As a public
company listed in New York Stock Exchange, Eaton also provided stock options to the
executives of Phoenixtec.
e Intrinsic rewards: increased involvement, more responsibilities and better platform
Besides the motivation plan, Eaton put significant efforts in internal communication.
Welcome meetings, E-newsletters, internal magazines, communication meetings at different
levels, cross-functional round table discussion, face-to-face interviews and training were
implemented during the whole integration process. These activities helped the employees
from Phoenixtec learn more about the history and the vision of Eaton, and understand the
progress of the integration. With the expanded product lines, wider geographic and industrial
coverage, Eaton provided a better platform for the acquired personnel to achieve professional
accomplishments.
However, the difference in culture and management philosophy was still the biggest obstacle
in the integration. For example, Phoenixtec's process was flexible in reacting to the market
change, while Eaton encouraged standardized procedure; Phoenixtec's decision-making loop
was simple and short, while Eaton's process was long crossing different levels of hierarchy;
Phoenixtec focused more on long-term growth while Eaton cared about both quarterly
performance to Wall Street and long-term objectives; Phoenixtec's organizational power came
from teamwork and accumulated experience, while Eaton valued personal expertise driven by
facts and data. Regarding all of these differences, Eaton launched training, events and
communication to inject Eaton's management philosophy into the operation of the merged
company. These actions, together with extrinsic and intrinsic rewards, motivated and retained
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talents in the short term. However, in the long term, the only way to maintain the acquired
personnel was to help them recognize Eaton's values and feel proud to be a member of Eaton.
3.4 Summary
* Situation
The acquisition of Phoenixtec brought Eaton new human capital in sales and marketing and
the merged company had to appropriately reorganize sales and marketing teams for minimum
impact on sales revenue and customers. Moreover, considering the difference in company
culture and management philosophy, Eaton needed to identify, maintain and motivate the
talents from Phoenixtec in the both short and long terms.
e Eaton's Actions
In the sales reorganization process, Eaton put high priority on organization stability and
business continuity. Its two-step procedure gave the management team enough time to
understand the market, the competition, and importantly, the employees to build an effective
organization and improve the overall competitiveness of the merged company. Eaton used
both extrinsic and intrinsic rewards to retain and motivate key personnel. More important,
Eaton respected local business know-how of Phoenixtec, involved the acquired talents in the
integration process and gave them opportunities in the new organization. To further improve
employee engagement in the long term, Eaton leveraged diversified events and training to
introduce its history, culture and management philosophy, helping the acquired employees
recognize Eaton's value.
e Implications
The key to effective reorganization is people. The moderate and careful integration process,
together with the respect of local business know-how and the promotion of key leaders from
the acquired company, are crucial in maintaining the team morale and minimizing gaps in
performance. In the short term, both extrinsic and intrinsic rewards can be used to keep and
motivate key personnel. In the long term, the merged company should help employees
recognize its values and feel proud to be a member of the new organization.
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Chapter 4 Channel Integration
4.1 Sales Model and Channel Structures of Phoenixtec
As mentioned above, the sales of Phonexitec were generated from both branded and ODM
business. Because the ODM business of Phoenixtec did not need intermediaries, we only
discuss the channel structure and policy here for its branded business.
Over 95% of Phoenixtec products, both in mainland China and Taiwan, were delivered to
customers through intermediaries. Phoenixtec constructed its channel at two levels,
distributors and retailers. It had three branch offices in Taiwan, and seven branch offices in
mainland China. These branch offices managed local distributors and retailers. Figure 4-1
shows the channel structure of Phoenixtec.
28%
5%
End users in all segments
Figure 4-1 The distribution structure of Phoenixtee for branded products, 2007
Selling through intermediaries was the main business model for Phoenixtec. However,
regarding some special customers, like China Life or Carrefour, which only accepted direct
sales from manufacturers, Phoenixtec had to sell directly through its key account department.
The revenue through direct sales was 5% of total sales in 2007.
There were seventy-nine distributors in mainland China and twenty in Taiwan. These
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distributors shared common characteristics that also matched Phoenixtec's business model
and product portfolio.
e Most of them had long-term relationship with Phoenixtec for five or even ten years.
They understood the company and products quite well.
. The distributors were allocated by region, locating in tier one or tier two cities. Most
of them were the biggest power product distributors in the region.
- 70% of the business of distributors was passed down to retailers, which covered tier
three to five cities and towns, while 30% went directly to local customers.
There were over three hundred retailers in mainland China, covering most tier three to five
cities and towns. They did direct transactions with distributors and were supported by
Phoenixtec in service and marketing.
Phoenixtec products highlighted the price versus quality and focused on the segment below
20kVA, so that the products did not have technical barriers and were sold like flow
commodities. The characteristics of its channel structure, such as wide coverage, appropriate
density, strong network and abundant knowledge in products led to the success of Phoenixtec
in the local market.
Phoenixtec used rebate policy to encourage distributors. In the beginning of each year, each
distributor would sign an annual contract with Phoenixtec to define the quota. Once the
distributor accomplished the quota, certain percentage of sales revenue would be returned as
rebate. The percentage of rebate was increased with the percentage of sales revenue versus
quota. The exact rebate percentage, which varied each year, was decided by the market
situation and company financial projection. Moreover, discount and marketing funds were
also used as incentives for distributors.
4.2 Sales Model and Channel Structures of Eaton
Globally, Eaton used both distributors and project-oriented resellers called power VARs
(Value Added Resellers) as intermediaries to sell products. The detailed channel structure
varied in different regions. Because the channel integration happened in Greater China, we
only analyze its channel structure in these regions.
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Before the merger of Phoenixtec, Eaton offered products under two brands, Powerware and
MGE OPS to the Chinese market through different channels. Eaton has four branch offices in
mainland China. Its Hong Kong office took care of business in Hong Kong, Macao and
Taiwan. Eaton sold most of its Powerware products through channels. In 2007, its direct sales
took around 5% of the business given the condition that the customers only accepted direct
sales from manufacturers, such as China Merchant Bank.
Eaton also gave the exclusive authority to Digital China, the number one domestic IT
distributor and systems integrator, to distribute Powerware products below 40kVA, including
91XX series and 9355 series, to IT retailers and Power VARs, producing 25% of the total
revenue. For other products above 40kVA, Powerware sold them directly to Power VARs and
then to customers in all segments, producing 70% of the total revenue. Figure 4-2 shows the
channel structure of Eaton for Powerware products.
Figure 4-2 The distribution structure of Eaton for Powenare products, 2007
In 2007, there were seventy-nine Power VARs in mainland China and two in Taiwan. They
were different from the distributors of Phoenixtec in the following characteristics:
e They sold products based on projects lasting from three months to several years.
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. The VARs had their focused industries instead of regions. They were the main
interface for maintaining customer relationship under the support of the manufacturer.
- Most of them exclusively sold Powerware products and accessories.
The channel structure of MGE OPS was similar to that of Phoenixtec because MGE OPS
products were all below 20kVA. There were fifty-one MGE OPS distributors in mainland
China managed by four sales branches of Eaton and some of them overlaped with the
channels of Phoenixtec. See Figure 4-3.
50%
End users in all segments
Figure 4-3 The distribution structure of Eaton for MGE OPS products, 2007
Eaton used rebate policy to motivate Digital China and distributors on the condition of
meeting annual quota. For Power VARs, the major support was the special discount for
projects, together with the service and marketing promotion.
4.3 The Strategy of Channel Integration
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Phoenixtec Powerware MGE OPS
Channel Participants Distributors, retailers National agency, VARs, Distributors, retailers
retailers
Channel Length Two levels Two levels Two levels
Channel Width Intensive Exclusive (products Selective
below 40 kVA) and
selective (products
above 40kVA)
Channel Motivations Rebate, marketing Project-based discount, Rebate, marketing
support marketing support support
Table 4-1 Channel analysis for three product lines. 2007
The acquisition of Phoenixtec gave Eaton wide channel network as stated in Table 4-1. How
did the merged company maximize the value brought by these channels for its entire product
lines? There were three main considerations for Eaton before defining the strategy of channel
integration:
* Channel density
Both Phoenixtec and Eaton carefully defined the number of channel participants, especially
for the first level distributors, by region and by industry. The appropriate channel density had
to fully serve the target customers, keep positive competition, protect channel margin and
maintain their loyalty.
e Channel conflicts
Even though the company controlled the number of channel participants, sales conflicts were
unavoidable. The criteria and the process to handle sales conflicts were different in both
companies. In addition, sales person from different product lines had their preferred channel
partners based on the cooperation experience. So building a standard process to resolve
channel conflicts, especially for cross-team sales, was important.
* Channel characteristics
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Adding new channels might bring new customer bases. However, were they our target
customers? Were these channels capable of selling new products? Understanding the
characteristics of channels, as well as their strengths and weaknesses, was essential for the
channel integration.
The success of channel integration is highly related with the sales performance and the
relationship with existing customers. The radical shift from one channel approach to another
rarely makes sense. On the contrary, it may give competitors a chance to take market share
(John M.Abele, 2003). Therefore, Eaton divided the integration plan into two steps and
carefully executed it together with the refreshment of the product lines and brand transition.
Phase I (2008 to 2009): Enhanced the supporting function and standardized the
process
The key strategy in this phase was to improve and standardize sales process, and encourage
cross-team sales.
The management team of Eaton organized three key channel round-table meetings for each
product line right after the merger. Besides communicating information and encouraging
confidence, Eaton also asked for the feedback about current process. Eaton enhanced or built
three important functions after the meeting.
First, Eaton consolidated the function of key account management as discussed in Chapter 3.
With the extended product lines and stronger company background, Eaton was better
qualified, offering more sales opportunities to local channels.
Second, Eaton highly encouraged cross-team sales. Each channel had the right to sell the
whole range of Eaton products, including Powerware, MGE OPS and Phoenixtec. This
strategy intended to maximize the synergy from the merger and also gave Eaton the
opportunity to evaluate their channel characteristics for the next step. The cross-team sales
were strictly controlled through CRM (Customer Relationship Management). The key
decisions in CRM were to assess the sales conflicts and evaluate needs for discount. Eaton
applied the CRM system from cross-team sales and then expanded to all sales of products
above 20kVA. Figure 4-4 introduces the workflow of the CRM system.
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Figure 4-4 The flowchart of CRM built after the nerger, 2008
Last, Eaton built a new team named the Management Center to consolidate sales data from
three product lines. The Management Center, together with the CRM system, integrated sales
data by region, product line, segment, industry and distributor, offering valuable information
to the management team for further channel integration.
Phase 11 (2010 to 2011): Optimized and segmented channel network
Some research recommends three steps for sales channel integration: define objectives and
process, collect and analyze data and make the channel decisions and notifications. The sales
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channel could be evaluated from sales management, historical performance, strategic fit and
customer point of view (Rober W. Palmatier, 2007).
Eaton did the first two steps in the phase I. Before making the channel decisions, there were
several important findings from the data:
- Different customer segments obtained products through different channels and
channels had different requirements.
o Channels sold products below 20kVA to IT users through retailers and they
required good price and short lead time.
o Channels sold products from 20kVA to 100kVA through SI (system integrators)
and asked for abundant product choices and flexibility.
o Channels sold products above 100kVA directly to end users. They needed
industrial know-how, strong technical and service supports.
" The channel participants of Phoenixtec and MGE OPS partly overlapped. The length
of channels and the incentives were similar. The differences were in the requests of
project protection and capability-building programs from MGE OPS channels to sell
high-end products.
- Cross-team sales mainly came from the distributors of Phoenixtec and MGE OPS,
which had more product line choice, but they seldom made deals of products above
100kVA.
The channels allocated the sales of products below 100kVA by region, and the sales of
products above 1OOkVA by industry.
After one year's cross-team sales and process standardization, and visiting of all first level
distributors and important customers, Eaton reorganized its channel as shown in Figure 4-5.
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Products Products Products Direct sales
<20kVA 20-100kVA >1OOkVA for special orders
IT SIe V~Distributors Distriutors Power VARs
Retailers SystemsIntegrators
End users in all segments
Figure 4-5 The distribution structure of Eaton, 2011
The dramatic change was to break up the products line barriers and arrange the channels by
segments in order to expand product lines for channels that were good at certain segments and
serve channels better based on their different needs by segment.
Eaton reexamined the historical sales records and profiles of channels from three product
lines, and qualified 172 distributors and Power VARs in 2011 in mainland China and twenty-
two in Taiwan, to maintain the appropriate channel density while getting enough coverage by
region, segment and industry.
Eaton segmented the market by three power ranges. But there were still some products
covering two segments, such as 9P, 9S and 9390, so that distributors in both segments could
sell them. Moreover, the distributors could apply for the qualifications across the segments.
For example, some distributors could sell to both IT and SI segments and some could cover
both SI and Power VAR. It gave distributors flexibility to serve the markets with which they
were familiar.
Direct sales only happened when key accounts requested sales directly from manufacturers
and were discussed case by case.
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4.4 Channel Communication
"Channel partners were both excited and worried after the acquisition. They
were excited to have more great products to sell. However, they worried that
more participants may dilute their margins and take away existing customers.
They also worried about the new sales person coming from 'the other'
company. Therefore, frequent, direct and interactive communication was
important to stay channel confident in the integration process."
-- Owen Hsieh, Sales Director of Eaton Power Quality Business, North Asia
Eaton highly relied on its distribution structure, which sold over 95% of products. The
company understood the importance of channel communication in improving their confidence,
maintaining customers and smoothing the integration process. Being direct, frequent and
interactive were Eaton's key channel communication strategies and the marketing team, the
sales team and the executive team undertook the major responsibilities.
In 2008, The executive team, including the general manager and the head of each department,
organized three round table meetings with key distributors and Power VARs right after the
merger, to deliver information about the merger, explain related policies and understand their
concerns and difficulties. In one year after the merger, the executive team visited all
distributors and Power VARs, as well as important customers, getting the first hand
information for decision-making. The annual distributor conference also built a platform for
channel partners to meet together and communicate with related departments of Eaton. Figure
4-6 illustrates Eaton's channel communication methods.
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Figure 4-6 Channel communication after the merger
The marketing team leveraged media and events to communicate with channels about the
progress of the merger and integration. Specially designed brochures, dedicated website for
channels, e-newsletters, internal magazines and various training and events helped Eaton
deliver the latest integration information timely. The marketing team was also responsible for
implementation of DSS (Distributor Satisfaction Survey) and CRR (Customer Relationship
Review), which gave qualitative and quantitative information from channels and customers.
The sales team took charge of daily communication with channels through visits, e-mails and
telephones. They also arranged small round-table meetings in the region, then shared the
information with the management team in the monthly sales meeting.
4.5 Summary
Situation
The acquisition of Phoenixtec gave Eaton broad channel network in Greater China. To better
serve its new target segments, Eaton had to consider how to maximize the value brought by
acquired channels and build an effective structure. At the same time, it was also important to
maintain the confidence of channels to minimize the impact on sales and customer
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relationships.
0 Eaton's Actions
Eaton linked its channel integration with the organizational change of marketing and sales, as
well as its product portfolio management. The two-step integration plan enabled the
management team to fully understand the pre-merger channel structures and carefully analyze
sales data. Across-team sales also demonstrated the potential of channel participants to target
new segments. Moreover, Eaton introduced CRM to standardize sales process and channel
management and enhance the supporting functions. This process helped Eaton build an
effective channel structure to align with objectives of the merged company. Moreover,
frequent, direct and interactive communication from both the executive team and different
departments maintained the channel stability and business continuity.
* Implications
The objective of channel integration is to maximize the utility of resources from the
acquisition, gain desired geographic and industrial coverage, improve the channel quality,
maintain customers and seek new business opportunities. Understanding of pre-merger
channel structure, deep investigation of the operation, and careful data analysis are crucial in
preparing the new channel strategy that determines the channel participants, channel length
and channel width after the merger. In addition, quickly communicating information is a key
element of post-merger growth as it plays an important role in reducing uncertainty,
enhancing confidence and gaining support from channel partners during the integration
process.
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Chapter 5 Brand Transition
5.1 Global Brand Architecture of Eaton
As a leading diversified power management company, Eaton was very active in mergers and
acquisitions. To better leverage the brand equity of the acquired company, Eaton retained
most of the legacy names and implemented the decentralized brand strategy before 2008. In
2007, there were over one hundred names in Eaton's electrical sectors, including Culter-
Hammer, Powerware, Westinghouse and MGE OPS.
The brand relationship spectrum Eaton used before 2008 was the house of brands. Because
Eaton entered new industries and regions mainly through mergers and acquisitions, this
spectrum involving a set of stand-alone brands could maximize the acquired brand assets and
clearly position brands on dedicated customers. For example, when Eaton acquired
Powerware in 2004, Powerware was the second largest UPS manufacturer in the world (Frost
& Sullivan, 2004). Customers of the UPS market did not know about Eaton. Because the
brand relationship spectrum is related to the driver role that brands play (David A.Aaker,
2000), Powerware was definitely a better choice of brand name for Eaton to drive the
purchase decision and user experience in the UPS market.
Eaton's business expanded quickly after entering the 20t century. The net sales increased
from $7.3 million in 2001 to $13.0 million in 2007 while 50% of its sales came from outside
the U.S. and its customers were from over 150 countries (Eaton Corporation, 2002) (Eaton
Corporation, 2008). With the increased business scale, expanded geographic and vertical
markets, and more mergers and acquisitions, the challenges of its brand architecture, the
house of brands, emerged as below:
Management complexity of over 100 brands in one company
A lack of leverage of brand power across segments and regions
- Different value proposition from different brands on the market
To ensure growth in the future and demonstrate one identity to global customers, Eaton
reconsidered its brand architecture. Changing from the house of brands to the branded house
was an effective way to resolve these problems, simplify integration of acquisitions and drive
56
new business developments.
The branded house architecture often maximizes clarity because customers in different
markets are better aware of what is being offered under this brand, and it also maximizes
synergy because the brand in one product market creates associations in another. Obviously,
managing one brand can reduce the operational complexity across the company and increase
the leverage of all marketing resources to build one name (David A.Aaker, 2000).
Therefore, Eaton decided to change its brand architecture to the branded house with the goal
of building the Eaton brand and making it stronger than the sum of its parts. Figure 5-1
illustrates the change of Eaton's brand architecture.
House of Brands The Branded House
POWeg Culter-
wa Hamer
Bill
Figure 5-1 E aton's brand architecture change
The new brand architecture, the branded house, helped Eaton deal with the challenges
mentioned above. However, there were still difficulties in the implementation process. First,
since the master brand, Eaton, would be used in each market segment, a brand value
proposition needed to be created in which all the sub-brands fit. Second, Eaton needed to
enhance the association between its master brand and sub-brands in each segment and
increase its master brand influence and competitiveness. Last, even though the brand
management was simplified under the new brand architecture, communication consistency
was important across business units, especially for those newly merged entities. Table 5-1
shows the benefits and difficulties in implementing the branded house strategy.
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Benefits of the branded house strategy Difficulties implementing the branded house
strategy
* Supported a portfolio business * To create a productive brand value
e Reduced the operational complexity proposition where all the sub-brands fit
- Unified the value proposition and * To enhance the master brand influence
improved the visibility and competitiveness in each target market
" Increased the leverage of brand power * To ensure communication consistency
across segments and regions across business units
e Supported the integration of acquisitions
Table 5-1 The benefits and difficulties in implementing the branded house strategy
5.2 The Post-merger Brand Name Challenges and Solutions
"We have served Chinese UPS market under the Santak brand for over twenty
years and dominated the market. Sometimes, Santak represents UPS in the
segment below 20kVA. Eaton products changed names several times, from
Exide to Powerware, and now to Eaton. It is not easy for customers to
remember the names and sometimes they are confused about the relationship
among those names."
- Owen Hsieh, Sales Director of Eaton Power Quality Business, North Asia
Phoenixtec Power Company Ltd. used the Santak brand in mainland China and the
Phoenixtec brand in Taiwan, concentrating on customer segments below 20kVA. Because the
brand power, product competitiveness and service coverage were key factors in winning these
markets, Phoenixtec had made an enormous investment in marketing, sales and service for
over twenty years in the region. As a result, Santak and Phoenixtec had quite significant brand
power in the local UPS market.
Eaton decided to implement the branded house strategy globally in 2008. After acquiring
Phoenixtec, Eaton assessed the brands of Phoenixtec, and considered integrating them into the
global brand architecture of Eaton house.
Whether the purchased brand name should be retained depends on both the strength of the
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acquired brands - its visibility, associations, and customer loyalty --- and strength of the
acquiring brand (David A.Aaker, 2000). Even if Eaton decided to take the branded house
strategy globally, did it fit the newly acquired Phoenixtec? If yes, when was the right time to
transfer brand and how could Eaton smoothen the transition?
In 2009, Eaton evaluated the brand name strategy for the merged company for the first time. It
was a qualitative study among distributors and key customers to understand the strengths and
weaknesses of both Eaton and Phoenixtec brands, and to evaluate the impact of brand
transition to the success of the merger.
From this assessment, it was obvious that Phoenixtec brands, both in mainland China and
Taiwan, had very high brand awareness and preference. The brands somehow had a low-end
image but customers enjoyed their high performance/price ratio. On the other hand, Eaton's
customers had difficulties associating the product names, Powerware and MGE OPS, with the
company name due to the previous brand architecture, so that Eaton's awareness was low in
the Chinese UPS market. Considering 70% of branded product sales of the merged company
came from Phoenixtec, Eaton decided to maintain the original Phoenixtec brands. For
Powerware and MGE OPS, they followed the global branded house strategy to transfer to
Eaton. Therefore, Eaton took a dual-brand strategy in the Chinese UPS market. Table 5-2
presents the strengths and weaknesses of both the Eaton and the Phoenixtec brands.
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Strengths of the Eaton brand Strengths of Phoenixtec Brands
- The image of an international brand * Very high brand awareness, definitely
* The image of a high-end brand number one brand for segments below
20kVA
* High customer preference, especially in the
segments below 20kVA
* Famous for its high performance/price
ratio
Weaknesses of the Eaton brand Weaknesses of Phoenixtec Brands
* Low awareness in the Chinese UPS market e The image of relatively low-end products
due to the previous brand architecture * Counterfeit products existed on the market
* Low association between Eaton and its
sub-brands, Powerware and MGE OPS
Table 5-2 The initial assessment of Eaton and Phoenixtee (Santak) brands, 2009
In early 2012, Eaton cooperated with Nielsen and conducted both qualitative and quantitative
studies to evaluate the brand power of Eaton and Phoenixtec (Santak in mainland China). The
research involved more than 200 UPS users and channel partners, and measured the brand
awareness, brand familiarity and brand leverage.
After years of marketing promotion, Eaton entered the first tier brands together with
Phoenixtec (Santak), Emerson and APC. Compared with its main competitors, Eaton still had
gaps in all measurements. On the other hand, Phoenixtec (Santak) was leading the market in
terms of brand awareness, familiarity, and conversion rate from "aware to buy". However,
because Phoenixtec (Santak) attracted customers who preferred "most cost-effective"
products, its brand premium was the lowest among the first tier brands. Table 5-3 compares
the brand power between Eaton and Phoenixtec(Santak) (Nielsen, 2012).
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Eaton Phoenixtec (Santak)
Brand awareness #3 #1
Brand familiarity #4 #1
Conversion rate from "aware to use" #3 #1
Conversion rate from "use to recommend" #3 #3
Brand premium #3 #4
Table 5-3 The brand power comparison between Eaton and Phoenixtee (Santak), 2012
Compared with three years ago, the brand power gap between Eaton and Phoenixtec (Santak)
got smaller in the Chinese UPS market. Was it the right time to transfer the brand? The
answer was no because there were still gaps between Eaton and main competitors, APC and
Emerson, in all measurements of the brand power. Transferring the brand from Phoenixtec
(Santak) to Eaton would weaken the market competitiveness, especially in the segments
below 20kVA.
Based on the study result, Eaton kept its dual-brand strategy in China together with two
additional actions. First, Eaton added "An Eaton Brand" symbol to all Phoenixtec products,
including package, promotion material and website to enhance the association between Eaton
and Phoenixtec (Santak) and improve the brand awareness and familiarity of Eaton leveraging
Phoenixtec (Santak) products. Second, the merged company invested most of its marketing
resources in promoting the Eaton brand. These actions intended to continuously improve the
brand power of Eaton, and then transfer the Phoenixtec (Santak) brand to the Eaton brand at
the optimal time.
5.3 Brand Transition Process
"Our target is to have one Eaton brand globally. But the local transition plan
is not a US centric decision. As Phoenixtec (Santak) is a regional brand, we
decided to wait for a better timing to transfer the brand in order to minimize
the impact on sales and business."
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-- Sara Tsai, General Manager of Eaton Power Quality Business, North Asia
In 2008, Eaton decided to change its brand architecture from the house of brands to the
branded house. The global transition process took four years and was accomplished in 2012.
First, to implement the branded house strategy, it was important to create a productive brand
value proposition where all the sub-brands fit. In September 2008, Eaton activated "Powering
Business Worldwide" signature positioning it as a power management company and
articulating its value proposition in the market (Eaton Corporation, 2008). The new Eaton
brand signature, together with the whole set of brand standards, was used to unify the brand
image in different markets and increase the brand awareness of Eaton. Figure 5-2 shows
Eaton's new brand signature.
Powering Business Worldwide
Figure 5-2 Eaton's new brand signature, 2008
Second, Eaton modified all sub-brand logos used in marketing communication, to link the
legacy brands to Eaton by adding "Eaton" or "An Eaton Brand". At the same time, Eaton
launched comprehensive internal and external communication campaigns to promote the
brand association and new value proposition. In order to ensure communication consistency
across business units, a dedicated team for brand transition was built across business units
with strong support from the top executives. Both bottom-up and top-down implementation
models were used.
Last, the master brand Eaton was used in all products and the legacy brands were changed to
the name of product series. Only the Eaton logo was allowed to be used in products, packages,
marketing promotion material and websites.
In the Chinese UPS market, "Eaton" and "An Eaton Brand" were added to Powerware and
MGE OPS in 2008. Two years later, the Eaton brand replaced Powerware and MGE OPS
completely. However, based on the discussion above, the Phoenixtec (Santak) brand was
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retained in the region to wait for a better timing to transfer. In addition, "an Eaton Brand" was
added to Phoenixtec (Santak) logo and applied in products, packages, marketing promotion
material and websites. Figure 5-3 shows the logo transition for these three brands.
N SANTAK N SANTAK
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Figure 5-3 The brand logo) transition process, 2012
5.4 Summary
e Situation
To better serve future business development, Eaton decided to change the brand architecture
from the house of brands to the branded house. The acquisition of Phoenixtec brought Eaton
two strong regional brands, Santak and Phoenixtec. Eaton needed a clear brand architecture
and a transition plan in the region.
* Eaton's Actions
The change of Eaton's brand architecture supported its portfolio business, reduced the
operational complexity, unified the value proposition and increased the leverage of brand
power across segments. In order to define the local brand transition plan, the merged company
assessed the brand power of Phoenixtec (Santak) and Eaton by both qualitative and
quantitative studies and evaluated the business impact. Considering the strong brand power of
Phoenixtec (Santak) in the region, Eaton implemented the dual-brand strategy temporarily
while investing most of its marketing resources to build the Eaton brand for brand transition at
an optimal time.
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- Implications
The brand architecture should support the business model and the growth strategy of the
company. The choice of brand architecture after the merger is decided by the brand power of
both the acquiring and acquired brand, together with the marketing resources that the
company plans to invest. These quantitative and qualitative studies are crucial in deciding the
timing and sequence of brand transfer to minimize the commercial risk that heavily impacts
the success of the merger.
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Chapter 6 Performance after the Merger
6.1 Sales Revenue
In 2007, Phoenixtec recorded $495 million in sales revenue and Eaton's Power Quality
Business of North Asia got $46 million in sales revenue before the merger. Four years later in
2011, the merged Eaton Power Quality Business of North Asia got $845 million in revenue
with 11.8% compound annual growth. This growth was significant considering the global
economic downturn in 2008 and the global UPS market shrinking 10.4% in 2009 and 1.5% in
2010 (Frost & Sullivan, 2009).
Without other mergers and acquisitions, the growth came from the organic business
development guided by the objective of the merger. The strong sales synergy in the Chinese
UPS market brought two-digit growth for branded products every year. The "Inter-unit Sales"
business unit that leveraged the engineering and manufacturing facilities of Phoenixtec
became the largest UPS manufacturing center of Eaton. Even though Eaton lost some
previous Phoenixtec' ODM customers, such as Emerson and Chloride due to direct
competition, other IT giants, including HP and Dell, increased business with Eaton because of
the reliable UPS technology and complete ODM service platform from Phoenixtec. Figure 6-1
compares the sales revenue before and after the merger.
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Figure 6-1 Sales revenue before and after the merger
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6.2 Profitability
In terms of profitability, the merged company also reached 11.6% of ROS (Return On Sales)
at the end of 2011 while the ROS of Phoenixtec was 7.5% and the ROS of Eaton overall was
8.0% before the merger (Phoenixtec Power Company Ltd., 2007) (Eaton Corporation, 2008).
The improvement in profits came from the diluted fixed cost due to sales growth, extension to
higher-margin product lines and post-merger operational synergies.
6.3 Market Share
According to reports from CCID Consulting illustrated in Figure 6-2, Eaton's acquisition of
Phoenixtec largely increased its share in the region (CCID Consulting, 2008) (CCID
Consulting, 2009) (CCID Consulting, 2010) (CCID Consulting, 2011) (CCID Conculting,
2012). With extended product lines and complete supporting functions, Eaton became the
largest UPS provider in 2008 and continued to increase its share in the following years.
Market Share: %
30.0%
25.0%
20.0%
15.0%
10.0%
5.0%
0.0%
Eaton after the merger
*Powerware
APhoenixtec (Santak)
Y2007 Y2008 Y2009 Y2010 Y2011
Figure 6-2 Eaton's market share in the Chinese UIPS market
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6.4 Employee Engagement
Eaton ran annual employee survey program managed by an external consulting firm. The
survey intended to facilitate two-way communication and discovered strengths and
opportunities from the point of view of employees. Employee engagement was an important
indicator in the survey and was used to measure employee's degree of agreement, including "I
am very satisfied to work at Eaton" and " I feel proud to work for Eaton".
Eaton implemented the employee survey in the merged company from 2009 and compared the
results both horizontally with the overall company score and vertically over time. From
Figure 6-3, there were still gaps between the newly merged company and Eaton overall,
indicating that the most complicated and long-term issues in mergers and acquisitions were
those linked with people. The scores of the merged company had a U shape over three years.
Keeping in mind that Eaton remained most of Phoenixtec's functions intact until end of 2009
and then started the organizational change, we can treat the pain of reorganization as the
possible reason of the reduced score. Fortunately, as was discussed in previous chapters,
Eaton was careful and patient in the integration process, balanced the long-term and short-
term interests and reacted to feedbacks actively, which contributed to the improvement of
employee engagement in the following year.
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4 -- - -3-.-Z-
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Figure 6-3 Eaton's employee engagement scores of annual employee surv ey, 2011
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6.5 Customer Satisfaction
Phoenixtec Power Company Ltd had a survey filled by existing customers each year to
evaluate customer satisfaction on its products and service. After the merger, the survey was
expanded to cover all of Eaton customers. From figure 6-4, the customer satisfaction was
stable after the merger with slight improvement, which reflects the synergy in products, sales
and service. For example, the expanded service coverage shortened the response time and the
front line sales capabilities were improved due to the cross training after the merger.
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Figure 6-4 Service Satisfaction Survey (SSS) result of Eaton branded products, 2011
Table 6-1 illustrates the performance of the merged company in different aspects. In
conclusion, the merged company received great financial performance in sales revenue and
gained market share. Its profitability increased remarkably thanks to resource synergies and
economies of scale. Its deliberate actions in sales, marketing and channels integration
maintained customer relationship and continuously improved their satisfaction. Considering
the difference in company culture and management philosophy before the merger, as well as
the comprehensive integration process, the improvement in employee engagement was critical
and needed to be of continued emphasis. This was important for the merged company in order
to maintain its post-merger performance and contribute to its long-term strategic objectives.
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..... ... ..................   
Indicators Output Performance
Sales Revenue Increased 56% in four years with
11.8% CAGR
Profitability Increased to 11.6% by 45% in
four years
Market Share Gained 1.5% market share and
became the largest supplier in the
region
Employee Engagement Tried to stabilize and improve the
employee engagement but still
had gaps with Eaton overall
Customer Satisfaction Maintained and slightly improved
Table 6-1 The performance summery of the merged company
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Chapter 7 Conclusion
Product management, together with the extended strategy in marketing and sales organization,
channels and brand name, plays an important role in the success of mergers and acquisitions.
All of these factors interface with the market and directly impact the purchase decisions of
target customers, determining the financial performance of the merged company.
Post-merger management decisions should align with the strategic drivers of the
acquisition, as well as the objectives of the merged company. This alignment can avoid
rushed decisions in the integration process that focuses on physical business combination
instead of resource and capability leverage. As the second largest UPS manufacturer in the
world, Eaton not only acquired local sales, personnel and facilities of Phoenixtec, but also
leveraged those resources to enhance its global competitiveness. For example, Eaton
leveraged the lower-end product lines to expand its target market and reposition offers for
different segments; Eaton leveraged the local know-how in marketing, sales and channels to
restructure its business organization in fast-developing regions; Eaton leveraged the power of
the acquired brands and associated Eaton with them to improve the awareness of the Eaton
brand; Eaton leveraged the engineering and manufacturing facilities to reduce the global
product costs. All of these decisions highly aligned with the strategic drivers and maximized
the outcome of the acquisition.
It is crucial for the acquiring company to understand key to success of the acquired
company in a particular market and then maintain its competitiveness after the merger.
In this case, Eaton knew that Phoenixtec's key to success in the Chinese UPS market were
high price/performance ratio products, a strong brand and wide channel coverage, so Eaton
was very careful and patient with studying and integrating these functions to minimize
commercial risks.
Figure 7.1 shows the methodology and output in this case in maintaining the competitiveness
of the merged company and pursuing the success of the acquisition.
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........... ...........
Methodology Output Success of theacquisition
Product portfolio
management
1 Low turnover
Reorganization in
marketing and sales
Channel integration
Brand architecture
Stabilized
Acktive channel-
structure
Figure 7-1 The methodology and output of product management in Eaton's case
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Product Portfolio Management
The merged company that owns extended product resources should re-identify, re-segment
and re-position the target market. According to quantitative and qualitative studies, the most
competitive products are selected to form a complete portfolio to react to external competitors
and satisfy the needs of customers in each segment. Eaton expanded its target market and re-
segmented it into three categories: below 20kVA, 20-100kVA and above 100kVA. Based on
the strength of both acquiring and acquired companies, three products lines, "premium",
"superior", and "essential", formed a strong matrix to position high-end, medium and low-end
markets in each segment.
Reorganization in Marketing and Sales
The key to effective reorganization is people. Identifying, maintaining and motivating key
personnel are essential to the success of the acquisition. Both extrinsic and intrinsic rewards
can be used. Given the difference in company culture and management philosophy, related
training and introduction of general HR policies from the acquiring company are helpful in
increasing the employee engagement. In the long term, the merged company should help
employees recognize its values and feel proud to be a member of the new organization. In
Eaton's case, employees valued most the open mind of the merged company in respecting
their local know-how, involving them in the integration process and giving them opportunities
in the new organization.
Channel Integration
The objective of channel integration is to maximize the utility of resources from the
acquisition. Understanding the pre-merger channel participants, channel width and channel
length, as well as the cross-selling capabilities will help the merged company build an
effective channel structure. To stabilize channel partners and maintain their confidence, the
integration process should be modest together with effective communication as Eaton did in
the case. Moreover, the post-merger channel structure should align with market segments,
product offers and sales organization.
Brand Architecture
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The brand architecture serves future business development. That was the reason why Eaton
transferred from the house of brands to the branded house. For the newly acquired company,
the choice of brand architecture is decided by the brand power of both the acquiring brand and
the acquired brand, together with the marketing resource that the company plans to invest. If
the acquired brand is too strong and the company does not plan to spend a huge marketing
budget in a short time as indicated in Eaton's case, it is wiser to keep the acquired brand for
business continuity and leverage its brand power to promote the master brand for future brand
transition.
Recommendations
From these findings of Eaton's 2008 Phoenixtec Power Company Ltd. acquisition, I have the
following recommendations for future mergers and acquisitions: build a standard framework
to align activities and decisions of integration with the strategic drivers; understand the
competitive advantages of the acquired company and maintain them in the merged company;
leverage the acquired product lines, channels and marketing and sales human capital to
expand target market and enhance the organizational capabilities; respect the acquired talents
with local know-how and give them opportunities in the merged company while providing
training in company culture and management philosophy. Hopefully the recommendations
above, together with the methodology applied in this case, will help us obtain better
performance in future mergers and acquisitions.
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Appendix A: The Company Background
1. Eaton Corporation
Eaton Corporation (NYSE:ETN) is a diversified industrial manufacturer with 2007 sales of
US $13 billion. The company concentrated on four business segments: Electrical, Fluid
Power, Truck and Automotive. Eaton has 79,000 employees and sells products to customers in
more than 150 countries (Eaton Corporation, 2008).
There were two main segments in the electrical business of Eaton. Power Component and
System Operations manufactured and sold low-and medium-voltage power distribution and
control products, a wide range of circuit breaker, assemblies and components in managing
distribution of electricity to industrial, utility, light commercial, residential and OEM markets.
Power Quality Solutions Operations offered a full range of AC and DC uninterruptible power
supply (UPS) and control systems, together with power management software, remote
monitoring and turnkey integration service (Eaton Corporation, 2008). After the merger, the
business of Phoenixtec Power Company Ltd. was integrated into its Power Quality Solutions
Operations, Electrical Segment.
Eaton's electrical business came from the acquisition of Cutler-Hammer in 1978, which
specialized in electric power distribution and control products (Eaton Corporation , 2012). In
2004, Eaton acquired Powerware, a global leader in uninterruptible power system, at US $560
million and then formed its power quality business (Eaton Corporation, 2004). In 2007, Eaton
further expanded its global power quality business by acquiring MGE OPS, a subsidiary of
France-based Schneider Electric at US $570 million (Eaton Corporation, 2007). The electrical
group has merged as Eaton's largest business.
2. Phoenixtec Power Company Ltd.
Phoenixtec Power Company Ltd., a company listed on Taiwan Stock Exchange (2411 .TW)
was founded in 1978 and specialized in single- and three-phase uninterruptible power supply
(UPS) and accessories. Phoenixtec had leading positions in UPS markets, particularly in
China, Southeast Asia and Eastern Europe.
Based in Taipei, Taiwan, Phoenixtec had engineering and manufacturing facilities in China
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and Taiwan, and employed approximately 5,800 people. The estimated 2007 sales of
Phoenixtec Power Company Ltd. were NT $16.1 billion (US $495 million) and the estimated
2007 EBITDA was NT $1.7 billion (US $52 million) (Eaton Corporation, 2007). Phoenixtec
sold both branded and ODM (Original Design Manufacturer) products. In 2006, the branded
sales in China and Taiwan took 18.4% and 6.8% respectively while ODM sales took 74.8% of
the sales, including 17.5% to Asia, 33.4% to Europe and 22.9% to US. The ODM customers
of Phoenixtec included major UPS vendors in the world, such as MGE, Omron, Eaton,
Chloride, Yuasa and Sicon. Eaton had cooperation with Phoenixtec from April 1996 and was
its biggest customer (Phoenixtec Power Company Ltd., 2007).
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Appendix B: Interviewee List for this Case Study
Owen Hsieh
Sales Director of Eaton Power Quality Business, North Asia (post-merger)
Sales Director ofproducts below 20kVA, Phoenixtec Power Company Ltd (pre-merger)
John Diao
Product Marketing Director of Eaton Power Quality Business, North Asia (post-merger)
Sales Director ofproducts above 20kVA, Phoenixtec Power Company Ltd (pre-merger)
Peter Hu
R&D Manager for Inter-unit and ODM business unit (post-merger)
R&D Manager for ODM business, Phoenixtec Power Company Ltd (pre-merger)
Sara Tsai
General Manager, Eaton Power Quality Business, North Asia (post-merger)
General Manager, Mainland China, Phoenixtec Power Company Ltd (pre-merger)
Janice Wu
Division HR Manager, Eaton Power Quality Business, North Asia (post-merger)
HR Manager, Phoenixtec Power Company Ltd (pre-merger)
Wei Shen
Vice-President Marketing, Eaton Power Quality Business, APAC
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Appendix C: Interview Guideline
1. Product portfolio management (marketing managers)
e Could you please talk about the market before the merger? How did the company
segment your customers and satisfy their needs respectively?
- How did your products perform in each segment before the merger? What were the
contributions and market potential by product line? What was the target market for the
merged company?
* How did you organize the product portfolio to satisfy the new target market? Could
you explain the process in your company to decide product offers? What were your
criteria to create, integrate or terminate the product lines? What were the current
product offers for the merged company? How about the synergy and cannibalization?
- Who are your competitors in the post merger target market by segments? What are
their positions and major offers? What are the changes in the competitiveness for the
merged company facing these competitors?
" Did you get different views from both companies when deciding new product offers?
If yes, how did you reach the compromise? What were your main challenges when
reorganizing the product portfolio? How did you get through these difficulties?
2. Marketing and sales reorganization (sales managers and human resource managers)
* What process did Eaton use to evaluate the personnel needs for the merged company?
In the integration process, what did Eaton do to identify, maintain and motivate
- the key personnel?
- What was the organizational structure in marketing and sales before and after the
merger? What was the synergy? How did you handle the combination of duplicative
functions? What were the new functions in the organization and why did you add
them?
- What was the process to define the post-merger organizational change? How did Eaton
choose leaders in different levels of the new organization? How did Eaton
communicate organizational change internally and externally? What was the employee
turnover ratio in marketing and sales after the merger?
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e Were there difficulties in cooperation in the new organization? If yes, what were they?
What did Eaton do to remove barrier and improve teamwork?
3. Channel integration (sales managers)
. What were the sales models of both companies before the merger? Could you describe
the channel structure and participants? How did you evaluate the performance of
channel partners and how did you manage them respectively?
* When did you start the integration of channels? What did you do in the integration
process? What was the synergy? What were the conflicts and implications for sales?
What did you do to resolve the conflicts and smooth the process?
* How did Eaton communicate effectively with channel partners about the changes in
the integration process to decrease customer uncertainty? What were the feedbacks
from partners?
e How long did it take you to complete the channel integration? What were the channel
structure and policies of the merged company? What were the main changes? How did
Eaton coordinate different sales models in the new organization?
4. Brand transition (marketing managers, the general manager)
- What was the brand strategy of Phoenixtec products? How did you evaluate their
brand values?
* What is the brand name strategy of Eaton now? What was the evolution of Eaton's
brand name strategy? Why did Eaton change the brand name strategy? What was the
synergy? What were the main drawbacks?
- How did Eaton handle Phoenixtec brands after the acquisition? What was Eaton's
brand transition plan globally? How did the plan guide the brand management of
Phoenixtec?
- How did Eaton implement brand transition? How did Eaton communicate the new
company and brand identity externally and internally? What were the main difficulties
in the brand transition? What did you do to ease the transition process?
- What were the impacts of brand transition on sales and marketing? What were the
feedbacks from your channel partners and customers?
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e Eaton
Network and server UPS
Povverware series Rac-,kmn)(Lt mo1dels
Eaton 5115
500-1m VA
Provides high-density, advanced power protection
Typical appcatiorm
" Low-profile rack servers
e Routers and hubs
" Wall-mount telecom key systems
" Rack or wall-mount VoIP
* Servers and storage systems
Eaton 5PX
1000-3000 VA
Designed with managed outlet segments, hot-swappable batteries,
99 percent efficiency and two managed outlet segments-provides
an integrated power management solution for any IT environment
Typical applications:
" IT network wiring closets
" SmalVmedium business
" Virtualized environments
2011 award winner!
See pages 4 & 5 for details.
Eaton 5125
5000-6000 VA
Provides high-density, superior power protection
Typical applicaions:
" PC and workstation
dusters
" Enterprise networking
systems
" Server farms
" Data center and
RAID systems
" Rack servers and other
rack equipment
Eaton 9130
700-3000 VA
Provides more available power, >95 percent efficiency,
high performance protection and battery backup for
unpredictable power in any IT environment
Typical amCations
" Small to medium
business networks
" Remote IC locations
" Central IM location
" Mid-range telephone systems
e IP-based security systems
e VoIP systems
" Lab equipment
Winner of multiple awards from 2009-2010!
See pages 4& 5 for details.
Eaton 9135
5000-6000 VA
Delivers up to 6000 VA in 40 percent less space than previous tech-
nologies, provides both hot-swappeble batteres and power modules
Typical applicatina:
" Small to medium
business networks
" Remote IC locations
" Central IM location
e Mid-range telephone systems
* VoIP systems
" Lab equipment
" Centralized retail
Eaton 9140
7.5-10 kVA
Superior decentralized power protection for medium and
high-density rack environments
Typical applications
* Medium and high-density
rack environments
" Server farms, especially
blade servers
e LAN gateways
" Clustered PCs
" Enterprise telecommunications and engineering systems
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Appendix E: Brand Transition Brochures
Eaton's Electrical Sector
Powerware'sto ttmn
is now Eaton
E'WT*N
Powering Business Worldwide
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LT-N
Powering Business Worldwide
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